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The National Education Telecommunications Organization and the Education

Satellite Institute ("NETO/EDSAT") hereby submits reply comments with respect to

the Notice of Proposed Rulemaking in the above-captioned proceeding. The National

Educational Organization and the Education Satellite Institute are not-for-profit

organizations concerned with improving American education through the use of

satellite and land-based technologies to deliver instruction, education and training in

U.s. classrooms and workplaces. The organization represents school districts,

colleges, state agencies and private education program providers who use satellite and

other telecommunications to deliver distance education through video, voice and

data.

NETO/EDSAT submits this reply to add its voice to those of other satellite

customers who are suffering under the existing U.s. domestic satellite transponder

shortage and the advantages taken of this situation by the dominant suppliers of this

capacity) NETO/EDSAT strongly supports and urges efforts to modify existing rules

that limit competition in the domestic and international satellite service markets.

However, NETO/EDSAT is concerned that because of the dominant position of a very

few providers with access to the U.s. domestic arc, without additional safeguards and

an opening up of the domestic slots to competitive providers, the practical effect of the

1 See Comments of Home Box Office ("HBO") at 5-8; General Communications, Inc.,
at 3-4; Capital Cities et al (the "Networks") at 8-9, 12-13. /) .j C?
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Commission's action in this proceeding will only be to create a permanent shortage of

domestic capacity and further cement the position of dominant players and their

ability to charge what they like for scarce resources, with no real possibility of

competitive entry to curb these sharp practices.

At a time when the nation is calling out for greater educational services and

access to the "information superhighway," the hard fact is that educational providers

who rely upon satellite services for the distribution of their courses are being forced to

cut back on their curriculums, and many are threatened with extinction, because of the

practices of the highly concentrated domestic satellite market. Taking advantage of

the well-documented shortage of domestic satellite capacity, prices for occasional

time, when available at all, in both C-band and Ku-band have gone up over 100% in a

single year. At the top of the list, Hughes Communications, the single largest carrier,

now charges $1000/hour (C-band or Ku-band) to carry a single compressed digital

video channel on an occasional use basis. See Attachment A to this Reply. While

educational and other small, moderately funded satellite users had hoped that this

shortage might be temporary, alleviated by new satellite capacity to be launched in

the next few years, the possibility that a substantial portion of this capacity may be

directed to international ventures threatens to make this shortage permanent.

The underlying problem is that satellite point-to-multipoint distribution is a

unique product for which there are a limited number of orbital slots from which

domestic service can be effectively provided and for which there is no effective

terrestrial substitute. More than any theoretical economic study could ever

demonstrate, the domestic price increases of C-band and Ku-band capacity over the

last eighteen months irrefutably demonstrates the limitations of this market and the

power of dominant suppliers. Were this market not so concentrated, were supply not

so limited, were there effective substitutes, were barriers to entry not so high, the

marketplace would not have permitted such price gouging.

So what is to be done. First, NETO/EDSAT agrees with HBO that U.s. licensed

satellites located in what has always been understood to be the U.s. domestic arc

should be required to provide primarily U.s. domestic service.2 Second, before

allowing any U.S. domestic transponder capacity to be diverted to international use

(traditional "transborder use" excepted), it should be incumbent upon domestic

2 See HBO Comments at 6-8.
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satellite providers to show that there is no shortilge of domestic capacity.3 And, third,

longer term, to let the marketplace function as it should, the grip on the U.S. domestic

arc of a few dominant suppliers must be broken Accordingly, a limit should be

placed on the number of domestic slots that mal be held by anyone provider and

affiliated entities, and applications for domestic ,lots by new entrants into the
domestic market should be accepted. Only then can there be any reasonable

expectation that these dom.inant players in the d~mestic marketplace will be

incentivized to do anything else but keep dom~tic supply short and charge what the
market will bear for what is left.

Satellite communications, particularly wii h the advent and development of

digital video and other technologies, can be of great societal benefit, allowing every

school child, every worker, and every American regardle$ of their location, access to

the best learning resources this country has to offer. But until domestic supply is

available at a competitive price that has some relationship to cost. this valuable

resource will be largely wasted, with its benefits tor educational delivery limited or

unava.ilable to many Americans. NETOI EDSAT urges that, as the Commission take a

new look at the domestic and international marketplace, it take affirmative steps to

address this unacceptable situation.

Respectfully sllbmitted,

1HE NATIONAL EDUCATIONAL
TELECOMM UNICAnONS
ORGANIZAIlON and

THE EDUCATION SATELLITE INSTITUTE

June 23, 1995

3 In a concentrated market such as this, dramati.: consumer price increases which do
not reflect any significant increase in costs are ca:3t evidence of such a shortage of
supply. Accordingly, W\til prices for dome..-rtk transponders capacity return to
something approaching pre-1994 levels (allowing for reasonable increases in price for
inflation, costs of new satellites versus old, etc., 1:: ut not twofold and more increases),
such a shortage can be presumed to continue to (~xist.



ATTACHMENT A

HUGHES
COMMUNICATIONS

CUSTOMER ALERT

'ITS PRICES & pouey - EFFECTIYE JULY 1f ) 99Q

RAIl CAIQ: vrs capacity, os avoUable. may be purchased on a tlat rote per hour basis:
C-bOnd or Ku-bond SUm/hour.

MINIMUM use: 15-mlnute Increments (four-minute groce period)

APPROXIMAtE END UME': A maximum approximate end time of 15-minutes may be granted
at HCG's so6e discretion. Feeds with approximate end tlmes 1hOt are no shows 0( are not
·goodnlghted· will be billed to Include any approximate end time scheduled.

UIJ.t!: No "set up· ttme Is guaranteed. however. Hel will make an effort to schedule teeds with
a minimum of 5·mtnutes between feedS. REfER TO ·UPUNK ACCESS REQUIREMENfSi GUIDE FOR
MANDATORY ACCESS PROCEDURES.

INQUIRY: Feeds may be inQuired outside of three dayS prIOr to olr. Our automated reservatton
system deletes 011 Inquiries wi1tIln three days of event.

CHAUfNCiE: Inquired feeds may be -challenged" and must be firmed or reteased by 1tle next
business day. An Inquiry ~tmed 01'1 ehollel"lge" or a teed "bought on chailonge· may not be
shortened or caneeUed. - . - "...._._-
NA SHOW: Feeds 1t'Iot are not used ore bled at 1em of the ttme reserved Includng orr-{

approximate end time scheduled.

CANCiUADON POUCX: /It.. ftrm teed may not be Shortened or changed back to Inquiry status.
A fltm feed that Is cancelled withtn 14-days of the event witt be billed at 1~ ot the time
feSQIVed Including any approximate end time scheduJed. Feeds cancelled outside 14·days of
the event wtll be billed at SO% of the tlme reseNed inctudin.g any apprOXimate end time
SCheduled.

PRHMPTJItUlY: Occasional capacl'ty is subject ~o Immedla1e Pfeemption in case of
technicalI catastrOphic failure or with 3O-days notice for business preemption.

A world leader with GALAXYand SBS satellite services.
Hupa Coml1I,anic:adnn... IfIC., I~O. &Ix 9Z4Z4 Los .l,nllClcs., (:.A 90009 phone; (8001I$Z4-11I.U


